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In the debt market, there exists information asymmetry between the bond issuers 
and investors, which may increase firms' debt financing costs and moreover lead to 
credit and loan mismatch. Therefore, increasing information supply is an effective 
way to mitigate the information asymmetry in the bond market and deduce the cost of 
debt capital. As effective information supply, credit rating tells investors the debtors' 
capacity of repaying capital and interests and the default risk. What's more, credit 
rating can lower the cost of debt, mitigate information asymmetry between debtors 
and investors, and decrease the credit risk in the financial investment, ultimately 
promoting the sound development of China's bond market. Since China's bond market 
has developed in a short time, there is less research on credit rating, a signal indicator. 
Most of such existing related study in the Chinese market mainly focuses on the 
recital analysis, less on empirical research.  
Differing from existing major research, this paper explores whether and how 
credit rating can influence investing efficiency. the empirical test finds that (1) 
downgrading credit rating can crease debt financing scale and costs, thus avoiding 
overinvestment or may resulting of underinvestment; Upgrading credit rating  reduce 
debt financing scales and costs , thus avoiding underinvestment or may lead to 
overinvestment (2)The sensibility between credit rating and investing efficiency 
seems more visible in the rating agencies with well reputation (3) bond investors care 
most about debtors' capacity of repaying capital and interests. As the government 
enjoys good reputation, the sensibility between credit rating and investing efficiency 
is more significant in the non-state-owned enterprises. 
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